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EXECUTIVE SUMMARY 

1 Introduction 

The Provincial Enterprise Development (BED) project was authorized and started at the 
end of June 1991, suspended a few months Pater and reactivated in July 1992. The planned 
comp!etion date is June 1996. PED is executed by the Haitian Deveiopwent Foundation 
fHW. 

The evaluation has been done in Haiti between 211 November and 86 December 1994. The 
objective was to determine the effectiveness of BED in credit on reasonable terns  to 
provincial centers, as we91 as continuing to expand credit in Port-au;-Prince and the 
surrounding area, and to assess the success of the project in dealling with the daunting 
problems of the recent and current politicall and economic environment. 

PED was designed to comprise three essential components: (1) a capital fund especially for 
lending to entrepreneurs in the provincial areas, to be supervised by a Fund Management 
Group (ZF1MG); FMG would also involve the commercial banking sector by providing funds 
and analytical suppoi%; the FMG component was not reactivated with the rest of PED 
becznse commercial banking development was not perceived to be within the scope of 
humanitarian assistance; (2) Provincial Private Enterprise Developmeat (PPED) to foster 
small businesses by providing them with infomation and help in the preparation ofpmject 
proposals; and (3) Institutional Support for further strengthening the lending capabilities 
of HDF, and other private sector microenterprise lending agencies- 

2 Evaluation Methodolo~v 

Nomai steps of project evaluaaioin were taken, including the following: 
review sf USA.ID project files, with particular note of the Project Paper; 

a questknnarfres-intemicws with persons who areihave been involved with the 
project; and 
questionneims-intemiews with a cross-section of HDF and PPED clients and other 
beneficiaries. 

3 Objectives and Functions of the Haiti Ped h i e c t  

Goal: to sgimuhte private sector growth, especially in the provinces, and to 
improve the well being of the population through employment and income 
generation. 
Purpose: to expand micro and small enterprise access to credit throughout Haiti, 
especinliy in provincial towns. 



4 Hnstitutiorral Ca~acitv for Financial o~erations 

Administrative management is carried out by the Executive Director, assisted by an 
international technicai advisor, under the direction of a bard of Directors. In principle, 
18 menabem sit on the hard: a President, a Vice Presideat, a Secretary-Treasurer, the 
Executive Director of MDF, and 6 Directors. Effectiveiy 42 persons are employed by HDF: 
1 1 senior officers, hoBding a university-Eevel degree; 21 middle level officers, carrying oat 
executive or administrative functions in such positions as deputy administrative officer, 
accounting assistant, credit officer, secretary, docurnentalist, etc; and BO general oflice 
positions such as driver, messenger, o fice assistant, e te. 

Considering the weakness of the Kaitiann economy, and taking account o f  causes of the 
se&~us crisis, both pkiticai and social, one is impressed by the staff sf HIDF, who have 
overcome at great challenge due to their diligence and sense of responsibility. 

5 profile of the Client-borrowers 

The majority of mF's new clients we met in P~rt-au-Prince, Croix-des-Bouquets, Jamel, 
Cayes, Cap-Haitien and Jeremie felt they had no other choice than ItQ approach MlDF For 
a l o a ~  as a resalt of a shortage of investment Furads and of their own working capital. 
Others were trying, and coafmntiag difllcultis, to meet the requirements set by EDF in 
odes to receive additional loans. Credit has become a must in ~ r d e s  for them to srarvive 
as owners of micro and small enterprises. 

External circumstrtnces and partterns of skill acquisition greatly affmt the profile of 
eaatrepreareurship. HDF has provided credit to clients undertaking the folbwing activities: 
bakegy, grocery store, soft drink distsibultioa, restaurant, livestock, sale of food 
comrnoditks, furniture-making , ir~n-making, tailoring, auto-repair shop, e k ,  

HDF clienb are owners of miem and small enterprises, employing between 1 and 10 
workers, including the owner and family. They receive kans ranging from 3, 000 gdes to 
58,800 gdes ($200 to $3570). As of November 30,1994, HDF had b049 clients andl a loan 
portAlio of approximately 19,325,000 gdes ($1,380,400). Loans are provided at a 22% 
interesg rate. ln addition, the client gays a registration and processing fee of 2% and a life 
irsswmnce premium at approximately 1.2% of the Boaam. Repayment cycles are genesally 
short to reflect the shorter buy-rnan~facf~re~seII cycle of micro and s~nall enterprises. 

&Many HDF clients can no longer prov[.de an army of products and services. They have 
shi,"eed their. activities mostly $0 commence. Most of them have become "risk averters" not 
because of lack of entrepreneurial spirit but dae to the economic and political eiivironment 
which inhibit effective iarvestmentt. For example, the unreliability and the inadequate 
availability of basic utilities such as electrical power and water has been a major constraint 
to cowdaacting nsrrnral business activities in Haiti. 



6 lend in^ Procedures. Loan and Proiect Performance 

The lending procedures of HDF are organized around a strategy of concentration on a core 
activity, aiming to provide small loans in high volu-ne at low costs to micro and small 
entrepreneurs, who are not in a position to get financia! credit from commercial banks. 
The idea is that an increasing number of output w i t s  (floans)could be produced at Bow 
additional unit cost, and that the market demand for the output is reiativety high. 

HDF handles three types of loans: 

* "tmditionai" loams * "small" loans 0 "group" loam, 

The Foundation specializes in their traditional type of small loam of 3,000 to 50,000 gdes 
(approximately $200 to !$3,500) for a few specific purposes and delivery to a well defined 
single-type market. WDF is authorized to make higher loans, but the Board of Directors 
is required fo approve any loan exceeding 50,000 gdes. 'Fhe most common loam are less 
than 20,008 gdes (less than $1,400), and are granted only to entrepreneurs in industry, 
including agro-industry, and commercial services for short and medium-tern p e r i d ,  
mustay for working capital and purchases of ordinary took, equipment for p&ucfioitl a d  
itmnspoTb;, and buildings. The Forsmdatioa does not finance agricniknre. Moreover, MP)F 
does not lend for speculative trade or  for purchases of g d s  or land and buildings for 
private use. 

MDF's small loan program is available to clients in pressing a d  of only 500 to 10,000 
gourdes. The sma%l loan program is on a "fasf track" initiation procedure, with lower 
requirements for a repayment guaraatee. 
mF's group loan facility is a procedure for on-lending funds to coopemti.sres or other 
NGQ's such as the F~nds Maitien $'Aide ii la Femme (FIHAF), the Haitian faad for 
assistance to bminess women. Although &he Foundation has had only a very few of this 
type of ban in its prtfolio, HDF has a policy preference for gmup loans, Such a facility 
is potentially relatively profitable because mach of the cost of fol!ow-up and coikction is 
absorbed by the group ocgawhtion. 

The quality of the foundation's portfolio is better at the end of this past financial year than 
it was a year earlier. Nevertheless, the prtf'lio is no better &an fair. Compared to Bast 
year, both the number of performing loans and their aggregate vaiue improved fmm abut 
three-fifths of the total to about three-quarters. At the same time, the number and value 
of both non-performing and uncollecti ble loans decreased sigmificantly . 
lFhis is an impressive improvemeat, occurring during the second year of economic 
contraction, whkh has been largely caused, or at least, aggravated by the imposition of the 
economic and financial embargo. However, the improvement does not yet put MLbF in an 
especially good position. h s e s  on loans are still high at about one-tenth of the portfolio's 
value, and about owe-sixth is represented by nsn-performing loans. Together, these 



urneconomic and bad loans account for a quarter of the portfolio. 

Viewing the portfolio's weakness from another approach, the rate of recovery and rate of 
return on the whole portfolio is shown to be nneconsmicaIly low. Over the past two years, 
the average annual return on the loan portfolio has k e n  fluctuating around 16%, showing 
no trend nor wide swings, while the rate of coltection on payments due has varied somewhat 
more around its average of 25%, and is possibly showing a small improvementz especiaily 
in the past year. Nevertheless, the return on portfolio is well below any competitive rate 
of interest, and the rate of colllection b seriousIy low, 

In making compa~srms among the branches in portfolio quality, the Port-au-Prince office 
dominates the global picture, of course, but it does not differ much for the office in Cap 
Maitien. However, the quality of the portfolio of the younger and much smaller branch at 
Les Cayes is senificaatly different. There, the collection rate is high, and no losses on 
rancolkctible. Therefore, the rate of retram on the total amount lent is at about 22%, which 
is the regulated market rate. 

BED has already achieved certain objectives set for it in the project logfsame. MIQF has 
operating branches in four provincial centers; three of them were opened after thr startup 
of PED. A fifth provincial office has already been launched with a training seminar far the 
local loan advisory council. I t  was held December 9 to 10, 1994, and the office will be 
officialiy opened later this month in St b'f8r~. In addition, the Port-au-Prince 'branch has 
opened a satellite ofl'ice in Croix-des-Bouquets, a suburban center toward the northeast, 
and glans to open another such insUkh~o8 within a few weeks in a suburban center 
southwest of Port-au-Prince. 

HDF is unquestionably the primary microlending institution in Haiti. The logframe sets 
a target of 250 loans 50 micmnterprises. HDF made 294 loans in 1-2/93 and 375 in the 
past year, 1993/94. Of those loans, 121 and 271 were made by the provincial offices alane 
in those yeam, rapectiveiy. Although a few ~ther  similar institutions also Iead 40 
microemtergrises, HDF surpasses thew in breadth s f  orpanimtional objectives, operations, 
and size. The other institutions are Fonds Haitiem d9Aide 3 h Femme (Pl'fl[AF), Socikt.6 
Haitienne d7epargne et de ckdi t  (SMEC, the successor organization to MEDA), and Save 
the Children, which has a strong program in the Central Plateau region. 

Implementation of PED by HDF has reached a point about 53%, o r  so, abng  its LOP. 
About 26% of the sveratl grant has been disbumed. 

7 BBED Functions 

PPED is a major eompanent of PED. Its functions are directed s :-- ifically for development 
sf entrepreneurial capacity in the ingesior regions ~f the country. Initially, WED was 
directed to undertake four principal activities: 



baseline studies in provincial centers 
Q outreach services: assistance to credit-o,ieated institutions based in Port-au-Prince 

for expanding their operations into provincial areas 
pmject development services for help in provincial areas in project preparation 
and presentation 
National PPED Forum for promotion of enterprise and investment in semi-annual 
public discussions. 

Five baseline studies have h e n  camed out already in as many provincial centers: Cap- 
Haitien, Cayes, Jeremie, Jacmel, and St-Marc. Three more are for the coming year in 
Gonaives, Hinche, and Petit-Goave. These baseline studies convey an analytical view of the 
soci0-economic characteristics, and also the opportunities and constraiirel on business and 
industry in the area. The studies are used in assessing tbe feasibility of establishing a 
branch of the Foundation in the area, 

8 Institutional Su~rrort 

HDF has benefikd from institutienal support of international experts financed by USUD, 
which is by h r  the Foundation's principal donor. The relationship between the Foundation 
and USAID is exeellent, and maintained with monthly meetings by WDF with USAD'S 
Chief of the Economic Growth Omce and twice-weekly meetings between the executives of 
HIPF and the Project Manager at USAD, whose portfolio in the Economic Growth Oftice 
includes the PED project. 

9 Manmement and Lomg*tem Stmtegv 

The Foundation has always placed importance on long-term strategy. The Board of 
Directors adopted a 5-year "road mapn in 1889, and is currently thinking about the next 
five years. Memorandums have been written on the subject over the past two years, and 
was an agenda item in the latest Board meeting. The strategy is sarong because MIDF wants 
to be strong and determined to be very good and effective in a limited scope of activities 
before branching into new types of operations. 

10 Conclusions and Recommendations (representative items) 

Develop a higher d e g m  of efficieocy in the orga~~izatioion and reduce cmts by, among 
other steps, reducing the amount of time spent by credit oFTcers in doing work for 
applicants, which might be accomplished by (a) improving the capability of applicants 
to do this work  eg, by providing them with readable step-by-step instructions and 
example responses as guides, and (b) clsssmorn techniques: eg, a scheduled group 
session for a11 new applicants. 

MDF needs to establish clearer definitions and indicative measures of (1) "operational 
sell-sufficiency," (2) "self-sustaiaabiiity," (3) employment creation and preservation, 



and (4) bench marks for achievement sf development objectives vis a vis independent 
financia! viability. The Foundation can achieve both development and financial 
viability, but it should have pre-determined weights for its objective function. 

A target date and schedule of intermediate achievements (events) for self-sustainability 
within the life of PED should be set by MDF, preferably in consultation with USAE). 
Due to the difficult ecoatsmic situation, the Foundation has operated in a defensive 
mode. Within the changed and positive environment, HDF can andl should now set the 
targetls) and work toward self-sustainabiPty . The Foundation survived the ernbargo 
perid quite well, isadicatilng that it shou!d be able to operate on its own. 

HDF, through the agency that provides business and technical advisory services, 
should encourage and assist HDF beneficiaries to organize within industry groups for 
mutual Bsusi~ess enhancement by discussing and finding solutions to common pmbkms 
and exchanging information and perhaps ideas. 

PPED should be retained and developed until HDF opens and provides services 
throughout the whole country. Thus, an action plan formulated by the international 
technical advlor  to PPED c ~ u l d  be iwgbmented by the PPED staff. 

PED's LOP shouid be extended by two years, or mom, in ~rder to enable (I) m a w  
up the time lost in 1P1/9f; (2) taking advantage of the improved macra~ecomonaic 
environment, similar to the assumptions in the project design; and (3) execution of 
recommended next steps, especially those concerning BPED and the self-sustainabily 
of HDF. 
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ACRONYMS, ABBREVIATIONS, AND SPECIAL NOTES 

ABB Professional Bankersy Association 
FHAF Fonds Haitien d'Aide ii la Femme (Haitian fund far assistance to business 

women) 
FMG Fund Management Group 
HDF Hai tiaa Development Foundation f Fondation Haitienne de Develo ppement), 

also mentioned as "the Faurndation" 
MSE micro and smaaii enterpriseas) 
PED Provincial Enterprise kve!opmefat Project 
PBED Provincial Private Enterprise Development 
SHEC S~~iribte Haitieane d'epargne et de cr4dit 
SOFTMDES Ssci6t6 Financigse Haitiernne de Wvelogpement 

Monetary unit and rate of exchange: 

The monetary unit in Haiti is the gourde (Gde); gourdes (Gda) in the plural form. Prices 
and accounting values, however, are oftea expressed in terms of the Haitian dollar (El$), 
which is equivalent to Gdes 5 . 9  but which exists only nominally. 
US dollar 1.00 = Gdes 14.M 
US doHar 1.00 = H$2.88 



I.  l Obiectives of the Evaliuation 

The purpose of this evaluation report is to provide the USAH) Mission to Haiti with a mid- 
term assessment of the Provincial Enterprise Development (BED) project (521-0223). The 
project was authorized and started at the end of June 6991, suspended a few months later 
and reactivated in July 1992. The planned completion date is June 1996. 

The evatustion of PED has taken place in Haiti between 21 November and 16 December 
1994 by a three-member team. The team sought to determine the extent of the effectiveness 
of PED in the project's pursuit of its objective of extending credit oa reasonable terns to 
provincial centers, as well as continuing to expand credit in Port-au-Prince and the 
surronmsding area, The evaluation team was also mandated to assess the slaccess of the 
project in dealing with the daunting problems of the recent and current political and 
economic environment, which were the following: 

(I) suspension of the project for a year, as wet1 as suspension of all other USAID 
development projects, immediately after the project's start-up; 

2 )  some of the elements of the project were no longer feasible a year later, when the 
project was reactivated, because they did not come under the scope of 
humanitarian assistance; 

(3) the negativve zrd uncertain operating environment, characterized by a paralyzing 
trade embargo and downward spiraling econamy; and 

(4) a prevaiIing progressively negative business climate throughout the life of the 
project to date. 

1 2  Attributes of the PED Prsieet 

BED Foilows Project No 521-0181, which provided assistance to the Haitian Development 
Fowndation (HDF) bemeen 1984 and 1992. During that period, WDF became establthbec8 
as the nation's primary lendilrng institution to micro and small enterprises (MSE) in Port-au- 
Prince and Cap Haitien. PED has the mission to go further afield and to introduce the 
credit facility and related activities in technicaf assistance to four or  more important 
provincial centers. H$P)F was selected and contracted to execute PED, which was designed 
to comprise three essential components, as specified in the project paper: 

(I) a capita1 fund especiaily for lending to entrepreneurs in the provincial areas; a 
Fund Management Gmup (EMG) would ovcr~ee the management of the lending 
faciUty and monitor the establishment of HDF bmnclhes in the outlying centers; 
the FlbaG would ako involve the commerciai bandking sectGr by providing funds 



and analytical support; the FMG component was not reactivated with the rest 
of PED becanse commercial banking development was not perceived to be within 
the scope ~f humanitarian assistance; 

(2) a component to foster small businesses by providing them with information and 
help in the preparation of project proposals; this component is called Provincial 
Private Enterprise Development (PIBED); and 

(3) an Institutional Support component for further strengthening the lending 
capabilities s f  HDF, and other private sector microenterprise lending agencies. 

1.3 pnvironment for Business and Credit 

Many views om the economic prospects for business and credit in Haiti are possibly correct, 
yet they could easily be incorrect. Events of the past nearly four decades and especially the 
turn taken in the past few years have severely damaged the economy, its public 
infrastructure, trade channels, and development of entrepreneurship, and caused inflation 
and other distortions in prices and resource alllocation. ConseqmentIy, the chances are 
about nil for a heavy-demand, low-risk credit market. 

The future may appear discouraging, but the recent past bas surely been worse. The past 
environment has been problematic. Producers have faced business uncertainties and 
impediments that have seriously aflected their production and revenues, and consequently 
their ability to service their credit repayments. The same circumstances abo create demand 
for credit. Thus, the situation of relatively high demand for credit and an environment 
that impedes loan repayments. Demand b there but sa is the risk, requiring bankers to be 
more watchful an their own investments - the loans &hey grant their clients- 

Prospects are improving far a gr~wing credit market and declining risk. From a 
macroeconomic vantage point, credit b necessary for the development of enterprise in the 
country. Small prdoccm have a strong need for .a credit institution such as m F ,  which 
is about the best way @a expand private enterprise i~ the country. One considerable barrier 
is the administmti~ely determined rate of Znte~%z. Paterest rates, like currency exchange 
rates, shoraid be primarily determined by the mgaKkePss Tn any situation, a negative rate of 
interest is undesirable. The current market rage, ~.;.+f by the authorities at 22%, is ic 

negative rate of interest, given the estimated curregst rate of inflation. However, It is 
understood that the government is considering a change oP policy in this regard for early 
implementation, therefore no particular action b recomme~ded at this time. 

2 EVALUATION METHODOLOGY 

m e  normal steps of project evaluation were taken in this approach. The procedure 
included the following: 



e review sf USAID project files, with particular note of the Project Paper; 
e questionnaires-intewiews with persons who arefhave been irnvoived with the 

project; and 
8 questionnaires-intemiews with a cross-section of WDF and PPED clients 

and other beneficiaries. 

Considerable information from different perspectives were cdlected during the revies 
process. The review was followed by an analysis of the infomation from documents, 
responses to the questionnaires-irmtewiews of HDF staff and entrepreneur-clients, and 
evaluation of the project in terms of achievements and use of resources in fulfilling its 
purpose and meeting objectives, by means of verifiable indicators. Comparisons were made 
between the observed achievements and outputs and the logframe statement s f  verifiable 
objectives and specified outputs. 

The analysis has lead to condusians and recommendations. They necessariiy have a certain 
bias of subjective interpretation, and certainly are tentative in view of the recent socio- 
economic developments. Perhaps the most dirxcult challenge in formulating the conclusions 
is in defining a divide between viability and developmental need, that is, between 
economically profitable self sufficiency and social gains. HDF supplies a market in which 
demand may be large but competition is low. The reason is obvious. It is aot a very 
profitable market. If it were, HDF would find itself in competition with a number s f  
commercial banks or other financial intermediaries. 

3 OBJECTIVES AND FUWC7kIBNS OF THE HAll"I BED PROJECT 

The PED project goal is Po stimulate private sector growth, especially in the provinces, and 
to improve the weH being of the population through employment and income generation. 
Tke purpose of the FED project is to expand MSE access to credit throughout Haiti, 
esyscially in provincial towns. 

Specific objectives of SPED include the following: 

a strengthening of HBF as the leading fending agency for business credit to 
micro and small enterprises 

e increased credit om reasonable terms in provincial centers 
8 availability of high level business information services to proviacial 

enterprises through PPED 
8 increased emgfoyment generation (important in the dormant FMG 

component) 
0 extension of credit to MSE entrepreneurs who previously have not had 

access to credit through institutional support 
0 improved investment services in provincial centers 
o increased access to credit to M S B  in the greater Port-au-Prince area 



8 achievement of operational self-sufficiency of HDF brancbes in selected 
provincial centem 

I INSTFFWHONAL CAPACITY FOR HNANCIAIL BBEIWATIONS " 
4.1 Structural Onanhation of the Proiect 

The e u m a t  development of the HDF is characterized by the Foundatim's organizational 
structure, administration, financial management, and the resources at its disposal for 
implementation of its action pha and achievement of its objectives. The organizational 
structure of HDF in the central omces comgaises the following positions 

e Board of Directors, with 10 dirertolri 
o Executive Director 

Director of Operations and Credit 
m Personnel Department 
rn Collection Department 
e Credit Department 
o Department for the Coordination crf PPIED 

In the provineia! rrwcs, the structure of the four centers consist of the loNowiag: 

Management Committee, with 4 to 6 members 
0 Manager 

Credit Officer 
Secretary and/or Off~ce Asshtznt (in some ofFices) 

4.2 Resource Management 

The management of resources encompasses personae1 management, financial management, 
and material management. Comprehemivel~ said, it b the management ofthe development 
of the Foundation. 

Administrative management is camed out by the Executive Director, misted by an  
international technical advisor, under the direction of a b a r d  of Directors. In principle, 
18 members sit on the Board: a President, a Vice President, a SecretarpTreasures, the 
Executive Director of MDF, and 6 Directors. 



Effectively 42 persons are employed by HDF and placed in the following positions: 

11 senior ofticem, holding a university-level degree 

21 middle level officers, carrying out executive or administrative functions in 
such positions as deputy ad minis trative offleer, accounting assistant, credit 
officer, secretary, documentalist, etc. 

10 genera! sfflce positions such as driver, messenger, orice assistant, etc* 

In general, the higbest educational level of the average staff member is two years of study 
beyond secondary school, often in fields that do not correspond in any manner to the 
functions they hold in HDF. 

Each of the key gersons/decision-makers of the Foundation were evaluated. Those persons 
fit1 the following positions, and a statement of evaluation is found in an Annex to this. 
report: 

e Executive Director 
Director of Operations and Credit 

e Chief AccountantlController 
PPED Coordinator 

• Manager s f  Regional Studies 
0 Annex Manages 

1.4 Manwernent of Financial Resources 

A comparison is made of the financial situation in 1991 and 1994, in order to evaluate 
MDF's financial management. The items of the review include the balance sheet, the 
income statement, the audit report, the rep- on the rate of delinquent loans, and the 
gortfoUo. These are shown iri Table 4.1 below. 

The results of the review show that the financial management is sound and the global 
financial balance is positive. An audit would be required to assure that these conclusions 
are appropriate, 
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Table 4.1 Evaluation of Financial Management of HDF, Selected 
Sta t i s t i c s  (end of financial year 1 9 9 0 / 9 1  znd 1993 /94 )  

I t ems t o  30/09/19931 t o  30 /09 /1994 Difference % 

Balance (gdes) 25,043,835 4 0 , 5 4 1 , 4 7 1  15 ,497 ,636 62 

Balance (gdes) 25,043,835 4 0 r 5 4 i , 4 7 1  15,497,636 62 

Net Income (gdes) 1 ,847 ,848  -2,842,890 -995,042 -54 

A u d i t  Balance (gdea) - 82,372,549 

Rate of Arrears (%I 26 % 18 % 8 % 

Delinquency Rate or 
Provision for Bad Debts 4 % 

Partfolio (millions of gourdes) 

Average a2 period Loan Portfolio Guarantee Portfolio 

1. Average 1981-1991 12.8 1.8 

3 .  Average 1991-1993 20.3 2.9 

4 .  Average to 3 0 / 9 / 9 3  21.4 3.5  

5 .  Average to 30/9/94 20 - 9 5 . 8  

6 -  Average to 30/9/94 2 0 - 5  5 . 8  

Considering the permanent anemic state of the Haitian economy, taking account of the 
harsh blows that have caused the serious crisis, both political and social, one is impressed 
and must admit that the staff members of HDF have overcome a great challenge due to 
their rigor, morals, dynamism, and sense of responsibility. This praise is merited despite 
certain negative findings concerning bookkeeping and recorded calculation errors, 
particularly in Jeremie and Port-au-Prince. The disturbances of the Haitian crisis in the past 
several years are evident. The effects show in the recorded losses of the period, 
particularly with respect to overdue repayments and the rate of loan delinquencies, and 
above all in the comparison of the financial position in each of the two observed years. 

DEVELOPMENT ASSISTANCE CORPORATION 



4.5 Marma~ement of Materid Resources 

Land and buildings, office furniture, office equipment, computers, air conditioners, and 
kitchen appliances make up the m a t e d  resources. Casual observation k& that the of6ices 
are well kept and the physical materials are well managed, as demonstrated by their 
condition and markings for inventory tracking. Nevertheless, we must point out the lack of 
photocopiers in the branches and a problem of transportation at the head office, as well as 
ia the branches, and that no mention is made of any vehicle in the me sf physical assets. 

Development of the NGO is managed by the Executive Director, who is assisted by an 
internatioaal technical advisor, and guided by a written strategy plan. The plan k attached 
as an annex. Certain significant points that are taken h r n  responses to a questionnaire, 
in te~cws ,  perusal of documents, and sbservation, are listed here: 

* two branches are envisioned to be opened each year, eventually mering the whole 
#*try 
a regional study is undertaken prior to finalizing a decision to open a branch 
the costs of estab]Lishing the branches are sup~arted by USAH) 
the branches are fimbhed with the same credit management tools as used in the head 
office 
access is freely given ta clients to use the tmIs of HDP; in the hcad office and irr the 
branches 

MCTO and small entrepreneurs - who are the backbone of the non-agridtmd sector in 
Haiti In tern of providing a livelihood and the basic goods and s e ~ c e s  - have been faced 
in the past years with increasing prices for pximq raw materials and tools and a decrease 
in sales due to a declining economy and p u c b h g  power of the population as a whole. The 
majority of EDFs new clients we met in Pofi-au-Pain-, Croix-des-Bouquets, Jamel, ayes, 
CapHaitien and Jeremie felt they had no sther choice &an to approach HH>F for a In 
as a result of a shortage of investment funds and of their own working capital. Others were 
trying to meet the requirements set by HDF in order to receive additional loans. Credit has 
become a must in order for them to survive as owners of micro and smafl enterprises- 

External circumstanms and patterns of skiil acqulsiti~n greatly affect the profile of 
entrepreneurship. hE)F has provided credit to clients undertaking the foIfawing activities: 
bakery, grocery store, soft drink distribution, restaurant, livestock, sale of foal commodities, 
furniture-making, iron-making, tailoring, auto-repair shop, etc 



HDF clients are defined as owners of micro and small enterprises, employing between 1 and 
1Q workers, including the owner and family. They receive loans ranging from 3, 000 gdes 
to 258, BOO gdes. As of November 30,1994, MDF had 1,049 clients and a loan portfolio of 
19,324,603.58 gdes. bans are provided a t  a 22% interest rate. In addition, the client pays 
a registration and processing fee of 2% and a life insurance premium at approximately 
1.2% of the Isan. Repayment cycles are generaily short to reflect the shorter buy- 
manufacture-sell cycle of micro and small enterprises. 

Because of the economic and political uncertainties of recent past, many HDF clients can 
no longer provide an array of p r d ~ c t s  and services. They have shifted their activities 
mostly to commerce. Most of them have become "risk avertkss" not because of lack of 
entrepreneurial spirit but due to the ecoamomis and political environment which inhibit 
effective investme wt. For example, the unrelhbility and the inadequate 
availability of basic utilities such as electrical power and water has been a major constraint 
to conducting normal business acdiviti~s in Haiti. 

During the life of this USAD-funded project the goal is for HDF to create lLO,QQQ jobs. 
Although the overall impact of HDF's lending grogmans is hard to assess, evidence gathered 
in the course of our inkmkws with clients. The questiantnare is reproduced in an annex. 
suggest that they have failed to bring about &he anticipated alkviatiomm of poverty and 
growth of employment stated in the Project. Paper. However, there has been a spread sf 
entrepreneurship through the opming of the several annexes and omtes. At the time of 
the omcia1 inauguration of the Cmix-desmlhugue omce in mid-November 1994,40 loans 
were approved and already disbursed, 15 were approved and were soon to be disbursed, 
and approximately l,MW l ~ a w  requests were in process. The majority of the new clients 
had a one-person business, 

From the p ~ i n t  of view of employment and income generation, self-employment (one-penon 
business) is considered a micro and small enhqrise. However, proliferation of the o n a d  
business unit is not necessarily a sign of economic health. In the past three years, this has 
been a survival strategy to cope with a deepening economic crisis, rising unemployment, 
and worsening poverty in Haiti. HDF clknrts best b o w  their trade. Some have been 
making optimal we of their scarce resources, and during the past three years they have 
proven amazingly persistmz and ingenious. 

Women are the eeonomk pillars of the provincial arzas. In addition to the limits of market 
infrastructure faced by all micro sand small entrepreneurs, women face special cultural 
barriers. They also tend ta work with traditions! products which are more likely to 
encounter market saturntiom. More than 30% of HDF cliene are women. They are 
concentrated in the smaaliest and kast groGtabIe trades (vente de provisions alimentaim au 
marchd). However, these tasks can commonly be taken over by men when the work 
becomes modern or financially more profitabte. Some ~f the slpeeitk problems women face 
derive from the clultu~atl environment, extewsive child care and domestic responsibilities, 
lack of assets (collateral) and low educational and libracy level. 



As a result of the interviews conducted with HDFTs clients, it can be stated that micro and 
small enterprises can be highly efficient even though most are urmlikeIy to expand and are 
not primarily seeking to maximize profits but simply to generate income (self-employment 
creation). The trade-off in promoting micm and small enterprises is not so much between 
pr~fits and employmeat but rather between private returns and social costs, o r  betweem 
short-term and long-term growth prospects. Micro and small enterprises generally offer 
Bower wages, fewer fringe benefits, and worse working conditions for the same type sf  work 
as larger enterprises. 

Through its operations, HBF seeks to provide technical anad finansial assistance to group 
and individuals who do not have access t~ trzpditionai sources of credit to expand their 
activiaies. Even though HIIF has been engaged in retail lending and thus reaches the 
smallest businesses in a given community, its pmgrsms have not been entirely tailoredl to 
local condition. MllBF has to Be more responsive to &be needs of its clients, especially in the 
provincial areas, and to tailor its intervention accordingly. HDF must establish a good and 
balanced relationship with its beneficiaries to mobilize their support and existing resources. 
This requires making MHbF more accessible to the people, learning fmm the pmpk and 
incorporating some of their socia1 institutions into the mechanism of the agency. 

For many prospective MlDF ciients who live in remote amas in the provinces and are not 
quite qualified &I become credit beneficiaries, the most important factor in determining 
their access to the Foundation is thm-u a service call& social inhrmediation. M i l  
intermediation builds !inks between disadvantaged groups and the institutions charged with 
delivery OF services. SsciaI iratemedhtian takes a number of forms including advocacy and 
a range of social suppact services. Perhaps the most powerful f o m  of social intermediation 
is the mobilization and developmesrt of self-help groups. These groups serve multiple 
purposes- Solidarity groups of borrowers can reduce the transaction costs of reaching 
dispelsed individuals. Although initial costs may be high, group lending decreases costs 
for borrowers, since clients are able to save on fees for registratioan and transportation casts 
to annexes or offices, 

In addition, groups which use a joint liability system can reduce the risk of repayment 
problems as well as solhteml requirement. Sinee all members lose barnwing privileges 
until default by any member is resolved, enforcement becomes less of an issue. The group 
acts ;as a self-policing mechanism to insure on-time b a n  repayment. In some circammsta~ces 
groups can abo be cast effective mechanisms for the delivery of various types of enterprise 
development training and market infomation to micro and small entrepreneurs with tittle 
formal schoo!img. In the case of training, local groups can be used to reinforce key 
messages and behavior. In the w e  of women, groups provide them with a legitimate 
"social space" beyond the home and a sense of solidarity that allows them to deal more 
freely with unfamiliar institutions and processes. 

Self selection of gmap memkm appears to be critical to the success of groups for 
borrowing and saving purpose. The concept of joint liability depends on members' sense 



of trust and collective responsibillity, Typically these groups form around shared 
characteristics and needs, such as economic interests, shared production and marketing 
needs, common residential or production location, ar a shared cultural/provincial 
background. 

I n s u ~ c i e n  t s trengthening/upgrading of MlldF is due partly to the quest by USAB) for short- 
term achievements and visible results, as we!! as arnrealltic requirements. 

Most HDF slieois are not likely to graduate to the next sale of operation. From a 
production perspective, an increase in scale is not necessarily wamnted nor desirable. 
Most businesses are retail services and customized production s f  gods .  More generally, 
small-scale operations are preferable when sales markets are limited and for bed- 
against basisess risks by maintaining a small but versatile production capabillity,~, 
craftsmanship. 

Entrepreneurship, as such, is not lacking in Haiti, and the supply response of 
entrepreneurship, In terms of the number of people who have established a micm and small 
business, has beera proven lo be highly elastic. ‘The problem, it seems, is the inefficiency sf 
entrepreneurs in carrying out routine managerial functions. Also, entrepreneurs have 
difficulties diversifying into new trades bemuse of their lack of experience in such ventures, 
barriers to entry, and the lack of incentives/sargport. 

Arguments for supportilrng microenterprises are the promotion of empowerment and 
balanced growth to forestall the wide~rning of gags tbaa prevent %he emergence of a stmw 
and well integrated domestic economy. 

Such a domestic base is necessary for susmined long-term growth, to withstand external 
shocks, and to avoid severe structural bottlenecks that result from the lack sf strong 
horizontal and vertical linkages. In fact, mkm and small enterprises in particular provide 
csuciai links between traditional amd modern production systems, between agriculture and 
industry, between rum1 and urban areas, and between production amd consumption 
patterns. 

These objectives of empowerment a d  balanced growth are compatible with a horizontali 
diversification of micro and small enterprises and community-based programs. 

Value systems and behavioral attitudes in social mobility, competition for success, and 
scope for individual achievement and initiative vary across the differeat provincial areas 
of Haiti. These in turn condition the sources and dynamics of sacio-economic change. 

%flDF's continuous support of micro and small enterprises might aka be the most effective 
means fur reaching the poorest households, especially those headed by women. 



Support of micro and small enterprises wouPd thus help achieve social integration and 
equity (income redistribution) through income generating activities. En this respect, traders 
are often the most effective channel for reaching marginal populations and integraaing them 
into the broader economy. 

5.2 Points in a Genemi Assessment of the Situation 

It is unclear whether credit officers who monitor repayments are also equipped to offer 
advice related to WDF9s clientsf individual production, marketing and management 
concerns. 
-4s a reliable long-term funding source, HDF has to be institutionalized and sustained- 
Institutiolaalization is indispensable for accomplishing lasting achievements. 

Shortage of investment funds and working capital is holding back development of the 
private sector in Haiti, particularly micro and small1 enterprises. In part, this scarcity is 
simply a reflection of low income Ievets and the persistence of large splbsis&nce (non- 
monetized) segments of the economy. But it also springs from weaknesses in policies and 
institutions which hamper resource mobilization and restrict the private sector's access to 
available finance. There are also financial market regulations whkh reduce savings 
deposits and discourage banks from lending to micro and small enterprises. 

In Haiti, the ceiling rate of interest is set by the government. Rates have changed little 
overtime and hence real rates are primarily de&rm,ined by variations in the rate of 
inflation. 

It has been recognized that, in the past, the government has over extended its capacity to 
manage the economy through intervention in resource al8ocation. mere is now a move 
toward greater reliance on market forces for credit allocation. Complex systems of credit 
allocation need to be dismantled and interest mtes are to be aibwed to reflect the state of 
the credit market and the foreign exchange market, plus differentials in risk and maturity. 

It is recognized that an administratively imposed rate of interest below the economic market 
rate may undermine the Foundati~n as a financia1 institution and its key role in 
development of microen terpises, especially in provincial areas, and possibly leaving the 
community without any institution should its activities end. Commercial interest rates 
enable HDF to cover administrative costs and eventually to establish reserves to cover loses 
due to loan default. In addition, commercial interest rates abo strongly ensourage 
graduation to formal credit institutions that charge lower interest rates, prevent 
misallocation of production factors such as excessive use oC capital (over capitaiizabion), 
encourage more careful screening of borrowers, encourage better repayment momle. 
Furthemore, commercial interest rates is one of the critical factors in institutional 
sustainability , with the alternative being continued subsidies from USAID to support 
lending operations. 



6 LENDING PROCEDUFtES, LOAN AND PROJECT PERFORMANCE 

6- 1 kardine Procedures 

The lending procedures of HDF are organized around a 6ve-year strategy ptan adopted in 
June 1989. The primary strategy of the pian is commonly called "volume-low costs," 
meaning that HDF should concentrate its operations within a core activity. The idea is that 
an increasing number of output units (loans)csuld be produced at tow additional unit cost, 
and that the market demand for the output is relatively high. 

HDF handles three types of loans: 

m "traditional" loans 
o "small " loans 
o ngroup" loans 

The Foundation specializes in their traditional type of small loans of 3,000 to 50,000 gdes 
(appr~ximatePy $208 to $3,500) for a few specific purposes and delivery to a well defined 
single-type market. HDF is authorized to make higher loans, but the Board of Directors 
is required to approve any loan exceeding 50,880 gdes. The most common loans are less 
thaa 20,080 gdes (less than $1,400), and are granted only to entrepreneurs in industry, 
including agm-industry, and commercial services for short and medium-term periods, 
mostly for working capital and purchases sf ordinary tools, equipment for production and 
transport, and buildings. The Foundation does not finance agriculture. Moreover, HDF 
does not lend for speculative trade or for purchmes of goods or land and buildings for 
private use. 

HDFys small loan program is available to clients in pressing need of only 500 rto 10,000 
gourdes. The small loan program is on a "fast track" initiation procedure, with lower 
requirements for a repayment guarantee. WDF9s group loan facility is a procedure for on- 
Iending farads to cooperatives or other NGO's such as the Fonds Haitieat d'Mde a Pa Femme 
(mv,  the Haitian fund for assistance to business women. Although the Foundation has 
had only a very few of this type of Isan in its portfollio, HDF has a policy prefeeance for 
group loans. Such a facility is potentially relatively profitable because much of the cost of 
follow-up and collection is absorbed by the group oicgaanhtion. 

HDF intends to achieve its goal of attaining high volume at low cost by shaping its 
operations into a process to handle a standardized service. The process comprises mostly 
routines, with the least possible need for decision-making based on either complex analysis 
or expertise that the credit officers do not have or would not Eikeiy develop on the job. 
WDF7s standardized service is one particular type sf  financial loan, the small short-term 
loan to those who have no other source. The HDF is trying to implement the necessary 
process for high volume replication of their standard product at a relatively low marginal 
cost by specializing in a limited type of ban, almost without variant, that meets a nearly 



Identical need among a common type of client. 

Realization s f  the "volurne/iow cost" strategy requires the Foundation to maximize the 
number s f  applications, loan appraisals, approvals, disbursements, and collections handled 
by a fixed quantity of WDF resources. The strategy irngiies attainment of low unit csst, ie, 
low cost per loan, made possible by spreading tbe charge far fixed costs over many loans. 
However, a01 variable inputs, such as the costs of the hours put in by credit officers, loan 
coIlectors, accountants, and administrators ustnaily increase proportionally to the number 
of loans, and account for a greater proportion of total cost than fixed capitall. In other 
words, the size of the variable portion of the operational costs s f  finanaeiaI services is high, 
irrespective of the volume produced, in contrast to other activities such as industrial 
produ~fion. An important reduction of unit cost by increasing the volume and spreading 
the cost is difficult to achieve in the financial loan business, especially if ra greater voIaame 
requires making loans at a higher margin of risk. 

Large loans are usunfly more profitable because the csst involved, both fixed and variable, 
is normally a b u t  the same as for a small loan. If the total monetary amount were the 
measure of loan volume, rather. than the number of bans, the strategy of "high volume and 
low cost" wolaid be best executed by dispensing larger loans. The Foundatiorn, however, 
is constrained by its objectives and policies concerning the size of loans. Thesefore the 
implementation of its strategy requires a substantial rate of growth in the number of clients 
and an increased proportion of productive %oans in its total portfolio, while decreasing 
variable costs and reducing the proportion of losses. Operations and administrative 
support must become more eff~cient. 

Guided by its strategy: high volume and low cost, HDF has opened a number sf offices in 
order to extend its market reach. Clients are serviced from the main office, one sub-office 
(a second sub-omce is scheduled to be opened later this year), and four branches ( d k d  
Annexes). In all$ places, HDF delivers primarily one product to a narrow market by a 
rather simple and standardized process. 

As a result of the strategy approach, the number of steps, the number and types of 
documents, and the amooaa t of time required for decision-making is reduced considerably 
while retaining the necessary financial prudence. The narrow specifications of MDF9s 
financial service and the market are summarized in an annex. 

6.2 Standardization and Training 

An important strength of HDF is the effort devoted to the transfer of undemtarading and 
capability for executing the standardized lending process. The knowledge is diffusedl 
throughout ehe organization in severall forms, including manuals, seminars, and informal 
instruction. 

The credit process b described for the staff professionals in two important 



training/reference manuals produced by HDF: one covers the credit operations and another 
the accounting procedures. These manuals are major determinants of a high standard of 
proper and consistent operations over a long period of time. The Foundation also conducts 
training seminars before opening a new provincial office for the local committee of loan 
advisors that wiil serve the new office. 

The working environment appears to provide encouragement and opportunities to acquire 
expertise in the loan process and other aspech of operations. Training is important fur 
insuring consistency and high performance in the process and perpetuation of the integrity 
of the institution's objective and strategy. At least another manual is required for similar 
application in using and maintaining the computerized MIS system, which is being installed 
and refined. 

b a n  and Proiect Performance 

The quality of the foundation's portfolio is better at the end of this past financial year than 
it was a year earlier. Neverthelless, the portfolio is no Ibeter than fair. Table 6.11 shows 
the relevant data. Compared to last year, both the number of performing loans and their 
aggregate value improved from about three-fifths of the total to about three-quarters. At 
the same time, the number and value of both non-performing and uncollectible loans 
decreased significaatiy. 

This is an impressive improvement, occurring during the second year of economic 
cgntraction, which has been largely caused, or at Beast, aggravated by the imposition of the 
ecomnornic and financial embargo. However, the improvement does not yet put WDF in an 
especiaily good position. Losses on bans are still high at about one-tenth of the portfolio's 
value, and about one-sixth is represented by rron-performing Ioans. Together, these 
uneconomic and bad loans account for a quarter of the portfolio. 

Viewing the portfolio's weakness from another approach, as presented in Table 6.2, the 
rate of recovery and Irate of return on the whole portfolio is shown to be uneconornicaliy 
low. Over the past tws years, the average annual return on the loan portfolio has been 
fluctuating around 16%, showing no trend nor wide swings, while the rate of collectiun an 
payments due has varied somewhat more around its average of 2996, and is possibly 
showing a small improvement, especially in the past year, Nevertheless, the return on 
portfolio is well below aay competitive rate of interest, and the rate of collection is seriously 
low. 

Comparisons among the bmnches in portfolio quality of each are shown in Tables 6.3 and 
5.4. The picture for the Port-au-Prince office dominates the gbbal picture, of course, but 
it does not diner much far the offace in CapHaitien. However, the quality of the portfolio 
of the younger and much smaller branch at Ees Cayes b significantly different. These, the 
coltection rate is high and the rate of return on the total amount lent is at about 
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TABLE 6.1 GLOBAL PORTFOLIO QUALITY 

-- - 
End o f  financial year Percent of total Percent yearly change - - 
90/91 91/92 92/93 93/94 90/91 91/92  92/93 93/94 91/92 92/93 93/94 - 

NUMBER OF LOANS 
Performing 6 92 382 52 6 720 7 4 5 3 5 5 71 -4 5 38 3 7 
lon-performing 2 0 8 24 2 2  94  174 2 2 3 3 30 27 16 2 1 -41 
Uncollec tibXe 2 9  9 9 14 5 12 0 3 14 15 12 24 3. 46 - 57 

TOTAL W B E R  929 7 2  3 9 6 5  1,014 100 100 100 100 - 2 2  3 3 5 

AMOUNT (gdes' 000) 
Performing 
Non-performing 
Uncolleetibls 

TOTAL MOUNT 

AVERAGE SIZE (gdes) 
Performing 17,380 18,238 21.401 20,501 5 17 - 4 
Non-perf orming 15,546 1 5 , 8 8 0  14,745 17,776 2 - 7 2 1 
UncolPsctibls 22,659 7 , 8 4 8  15,434 14,633 - 6 5  9 7 - 5 

- 

- . ------ -.--- 
DEVELOPMENT ASSISTANCE CORPORATION 
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TABLE 6 . 2  GLOBAL RECOVERY ON DEFAULT PAYMENTS 

End of financial year Percent of total - 
90/91 91/92 92/93 93/94 90/91 91/92 92/93 93/94 

DEFAULT AMOUNT (gdes ' 000) 

Perf unning 149.5 111.4 137.9 192.8 1.2 1.0 1.2 1.3 
Default up to 30 days 100.2 67.3 95.4 124.6 0.8 0 . 6  0 . 8  0 . 8  
Default 31 to 90 days 49.3 44.1 42.5 68.2 0.4 0 . 4  0 . 4  0 . 5  

Non-performing 3 5 9 . 3  5 0 7 . 8  6 6 0 . 6  413.5 11.1 11.7 15.2 13.4 
Default up to 9Q days 140.4 1 8 2 . 9  205.2 161.1 4 . 3  4.2 4 . 7  5 . 2  
Default  more than 90 day 218 .9  3 2 4 . 9  4 5 5 . 4  252.4 6 .8  7 . 5  10.5 8 .2  

Amount recovered (gde8'000) 1 9 5 . 0  1 5 1 . 9  207.5  209.2 

RETURN ON PORTFOLIO (yr avg 16 16 17 12 
RATE OF COLLECTION/DBE (%) 2 8  2 0 21 2 6  - -- 

DEVELOPMENT ASSISTANCE CORPORATION 
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the controlled market rate because the loam interest is paid up on nearly all loans, and 
losses on uncollectib!e loans is nil. 

6.4 Goals and Achievements 

As already said here and elsewhere, any achievement in industry and finance during the 
past few years is remarkable, given the past contraction of the economy. Small producers 
need not be affected much by political conditions bn% the general state of the economy can 
have various effects. Demand might faH due to a depressed market, but it might rise as 
consumers switch From higher cost imports to local products. In either situation, the cost 
and availability of materials is likely to affect many small producers as much as the larger 
ones. 

With reference to Table 6.5, it. is seen that HDF in its execution of the BED project has 
already achieved certain objectives set for it in &be project's logframe. MDF has operating 
branches in four provincial centers, listed in the data tables and elsewhere in this report; 
three of them were opened after the startup of PIED. A fifth provincial office has already 
been launched with a training seminar for the local loan advisory council. It was held 
December 9 to 10,1994, and the office will be officially opened later this month in St Marc. 

In add ition, the Port-au-Prince branch has opened a satellite office in Crok-des-Bouquets, 
a suburban center toward the northeast, and glans to open another such installation within 
a few weeks in a suburban center southwest of Port-au-Prince. The satellite offices should 
improve the effectiveness of credit officers by sharply reducing the cost of cantacting 
clients, especially as traffic congestion in the urban center increases. 

Clients will benefit for the same reason, and an increase in the client base can be expected. 
The cost of the installation and its dpkeep might be more than the gain. However, these 
and other fact~rs were considered by the directors of the Foundation in making the decision 
to expand to the outlying Iocations. A goad measure of net c ~ s t  increase or  saving cam be 
reached only by an accurate cost-benefit analysis. 

HDF is urag uestionably the primary micmlending institution in Haiti. The indicator 
mentioned in the fogframe for PED sets a target of 250 loans to microenterprises. HDF 
made 294 loans in P992/93 and 375 in the past year, 1993194. Of those loans, 121 and 271 
were made by the provincial omces alone in those years, respectively. Although a few 
other similar institutions also lead to microeaterprises, MI)F surpasses them in breadth of 
organizational objectives, operations, and size. %be other institutions are Fonds Haitien 
d'Aide ii ia Fernme ( W m ,  Soci6t6 Haitienne Q'epargne et de crkdit (SEHEC, the successor 
organization to MEDA), and Save the Chileren, which has a strong program in the Centmi 
Plateau region. 
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TABLE 6.5 GOALS AND ACBIEVEMENTS 

Goal: EIbF to extend active landing operakions to 4 to 6 provincial t o m s  
Goal: fmF to be leading macrolending institution, making loans to 250  

~croenterpreneurs 

Year Number o f  new laaaa P e r c e n t  yearly c a g e  - 
Office or Branch Eatab 90/91 91/92 52/93 93/94 91/52 92/93 93/94 

I.abP - ALL OPPfCES 258 5 9 294 374 -77 398 27 
fort-au-Priacs [a] 1979 200 4 0 17 3 103 -80 333 -40 
Cap -Naitien 1389 5 1 19 44 44 - 67 132 0 
Lea Cayeta 1992 77 62 - 19 
J e t d e  1993 9 9 
Ja-l 1994 6 6 

TOTAL : m S  ONLY 58 19 21 271 - 67 537 124 
A##gX S- OF TOTdllr (%I 22 32 4 1  72 43 2 8 ? 6 

Office or Branch  IAnnex) 

HDF - ALL OFFICES 
Port-au-Prince Cal 
cap-~aitien 
~ c r s  Cayes 
J e r d e  
Jamel 

TOTAL : ANNEXES ONLY 
ANHEX SHARE OF TOTAL ( % I  

Amaunt of new 10. a {gd68*000) Percent :  yearly change 

9 0 / 9 1  9 1 / 9 2  9 2 / 3 3  9 3 / 9 4  91 /92  9 2 / 9 3  93/94 

7,210 2,177 8,901 11,217 -70 309 26 
6.112 1,646 6,448 5 ,023  -73 292 -a2 
1,098 531 1,147 1,221 - 52 116 6 

1,306 1,805 38 
1,896 
1,266 

1,098 53% 2,453 6,188 -52 3 62 152 
15 24 2 8 5 5 6 0 13 1 0 0  

la1 Includes the office i n  Croix-des-Pouguatrr, opened NOV 1994 



The loeame specifies an employment creation target of 10,000 new jobs, which is an 
unrealistic aim that m o t  possibly be met. The target was set in the optimistic rimes of 
1991, and was influenced by the excellent job-generating experience of SOFMIlES (a bank 
project assisted by the USAD) and the impact of loam previously granted by HDF in Po- 
au-Prince. Creation of a new job requires new investment, either in a new enterprise or for 
expansion. The PED project document does not require PED to focus on new investment, 
and HDF does not put this condition on its loans. HDF loans are more frequent& wed to 
keep a business operating and its current work force employed, thus saving jobs. Indeed, 

credit policy permits loans only to enterprises that have been in business far at least 
a year. =' In sum, a target for new jobs, at 10,0009 is set too high, and should be s c a l d  
down to a redistic number. 

In an industrialized country, a $5000 investment in capital equipment done per worker 
wodd not be unusual, even for a labor-intensive enterprise. Ln such circumstances, lIIQrt2 
than $58m would be needed to create 10,W jobs. The budget ia effect fur PEE) provides 
$7131 for lending capital This would be sufficient for less than 1,500 jobs in a medium 
irrdustrhked country. Or said, in another way, less than $700 is expected to be suBcient 
to create a job. That might be suEcient for a sewing machine and bench, or hp1ements 
for other hanBicraft production, but not enough for a vehicle, building, ar equipment for 
mechagid processes, even when working capital is not counted. 

h a m  of the size and term that HDF provide and PED supports are sot real& for 
sipiflcant job creating capital investment. The loan terms are for longer periods than 
usually required for working capital loans, but nonetheless are frequently used for buy@ 
materials and other expenditures normally funded out of worldng capital. The average HDF 
loan is less than 18,000 gourdes, or less than $l,5OO (at 12.5 gourdes per dollar), which is 
enough to purchase materials for several monfhs, nemssauy spare parts for equipment, tools 
and inrstmmenb, and such. Such purchases save jobs. Table 6.6 shows the number of jobs 
either saved or created; 360 maintained or created in 1992/93 and 379 ira this past year. 
Given the disruptions in the economy atnd in the project during its lifetime, and ?hat only a 
tenth of the budgeted lending capital support has been obligated, specifically, $70595,000, the 
employment figures look reasonable. 

Efficiencv and Viability of I-HIF 

Certain statistics are shown in Table 6.7 as additional indicative measures of project 
performance. The statistics in this particular table highhght a potentially wide scope for 
efficiency improvements. Again, however, it must be emphasized that the economic 
environment has been exceptionally diffidt. Perhaps, mention should be made that other 
factors are good indicators. Although, the bare data show weaknesses, they &o show 
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TABLE 5 . 6  IMPACT INDXCATQRS 

Percent of tctal Change (%I 

92/93 93/94 92/93 93/94 93/94 

N-el: of beneficiaries 
men 183 
women 89 
groups 1 
total 273 

EmpLo.atment maintained/created 
man 254 
women 106 
total 3 60 

Nuarber of loana by sector 
Industry 8 0 
Service 64 
Ccvsmnerce 12 5 
Agro-irrd~stry 4 

Amourat by sector 
Industry 2404 
Service 2234 
Commerce 3650 
Agro-industry 165 

DEVELOPMENT ASSISTANCE CORWRATION 
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TABLE 6 . 7  PORTFOLIO AND EFFICIENCY INDICATORS 

Change per yr 

91/92 92/93 9 3 / 9 4  91-94 92/93 93/94 

Number of new loans 5 9 294 374 398 27 
Amount of new loans (gdas'0001 2,177 8,901 11,217 3 0 9 2 6 
Average size of new loans (gde 36,898 30,276 2 9 , 9 9 2  -18  -5  

Xunrbar o f  loans Iyr end) 723 801. 1 ,014 
Number o f  credit: affLcars /a. 11 16 2 3 
Total annual operating coat  (gdes) 9,185 

cumulative USAID disbureement (WSS'000) 2,804 

Number of loans/credit officer 44 
Operating cost/new lorn (gdes) 24,559 
Operating cost/gourde newly lent 0.82 
USAID cost/new loan (US$) 3.86 
USAID cost/gouzde newly lent (US$) 125.75 

/a. Average number of officers, having various titles, who handle credit, rrc 
and delinquent loans. 

DEVELOPMENT ASSISTANCE CORPORATION 
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strengths in the Foundation for its ability to stay in place or make some progress in the face 
of unfavorable circumstances in the lifetime of PED to date. Much of the Foundation's 
development role could be better explained from an analysis of HDFs data base, but time 
and the scope of this evaluation does not permit that level of analysis. 

6.7 USAD FED Proiect Sumart 

The USAID support to HDF has almost become a tradition, and probably that is the most 
si@cant reason that the Foundation is the leading institution of its kind in tbe country. 
Many entrepreneurs are able to contiaue their production despite an otherwise adverse 
economic environment undoubtedly due to the availability of small loans from the 
Foundation. 

The assistance given by USAID d e r  the PED project has been severely curtailed due to 
governmental actions. The effective startup date for PED is the end of June 1991. Barely 
three months later, the Haitian government fell in a coup $'em Within n very short h e ,  
all aid but that far humanitarian assistance was brought to a ha& temporarily c1asing d m  
PED before aayone had much of an opportunity to achieve a significant start. The project 
was reactivated in mid-1992, and now has barely passed the mid-point of its LOB (about 3 
months in 1991, 6 in 1!XQ 12 imr 1993, andl I1 in 1994 when this present e v d t i o n  was 
started; a total of 32 months out of a MEmanth LOP; or 29 month out of 48 month of an 
unbroken period). 

Rigidly interpreted, the implementation of PED by HDF has reached a point about 53%, 
or so, along its LOP. Table 6.8 is a presentation of the mounts of funding provided by 
USAID directly for assistance to the project. About 26% of the overdl p d  has been 
disbursed. The proportions for speMc line items range from 100% to 0% as shown in the 
fol.iowjng: 

• 108% a small amount for operational requirements of HDF and FMG; 

I 78% TA to HDF, the remainder win Like$ be exhausted before PAm, 

rn 47% for WED; 

a 54% for institutional support; 

rn 23% EDF lending capit*, 

rn 13% PPED lending capital, 



0% FMG lending capital; and 

I, 0% for an BPB advisor, within the FMG component. 

About half the budgeted funds for two h e  items have been disbursed, the h d l s  intended 
for three lines have been exhausted, or nearly? and less than a quarter of the planned 
mounts for four lines have been obligated. The lending capital items, in total, account for 
65% of the budget and 80% of the budgeted amount remain to be obligated later. The 
reason tDet no fix& h 2 ~ c  3eza oV!gstec? Z C * ~  cwo !he iiem, showing O%, is thst the EMG 
component and the ABlB advisor position were not reactivated along with the rest of the 
project. The two project dements have not yet been cancelled, and therefore remain in the 
accounting. 

A high proportion of the I o d  currency fun& has been used in comparison to the 
commitment in US dollars. It appears that PI32 mdd be extended up to another two years, 
even if the lending capital itemswere disbursed at a faster pace, assuming that the FMG 
component be expliciy converted to PBED and, also HDF9 htituai~~~d develapment 
p q o s e s  and that more of the total TA would be provided for short-term comultancies, by 
both local and international professionals. 

7 PPED mJNCTIONS 3' 

PPED is a major component of PED. Its functions are directed s p e c 5 d y  for deve10pment 
of entrepreneurial capacity in tbe interior regions of the country 

The principal objectives for P P D  are: 

rl promotion and development of productive Haitian enterprises excIusiveIy 
in provincial areas 

a stimulation of grow?h a d  development of the Haitian private sector, 
especially in provincial areas 

* improvement in the well-being of the population through creation of 
employment and generation of savings 

The original version of this cfiapter, mitten in French, is p W  in an mnez 
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7.2 Action Plan and Activities 

Initially, PPEU was dkected to undertake four principal activities: 

* basehe studies in provincial centers 
outreach services: assistance to credit-oriented htitutions based in Port-au- 
Prince for expanding their operations into provincial areas 
project development services for help in provincial areas in project 
preparation and presentation 
National PPED Forum far promotion of enterprise and investment in semi- 
annual public discussions 

Five baseline studies have been carried out already in as many provincial centers: cap- 
Haitien, ayes,  Jeremie, jacmel, and St-Marc. Three more are for the coming year in 
Gonaives, Hhche, ~ n d  Petit-Goave. These baseline studies convey an analytical view of the 
socio-economic characteristics, and &a the opportunities and constrahts on business and 
industry in the area The studies are used in assessing the feasibility of establishing a branch 

4/ of the Foundation in the area. - 

An inadequacy in means of transportation in the Foundation creates problem for the 
functioning of WED, as well as the activities of HDF in the branches. The memben of the 
BBED feel strongly about the lack of motorbikes and 4-wheel drive vehicles. 

As mentioned elsewhere, the embargo has caused failures of small businesses and a decline 
in credit demand. However, credit demand has been recovering since the lmt quarter of 
1994. 

For at Ieast the past five years, HDF has had the benefit of institutional support from 
international experts financed by USAID, which is by far the Faunda~on's principal donor. 
The re1aaiomhip between the Foundation and USAD is excellent, and maintained with 
monthly meetings by KDF with US.AD's Chief of the Economic Growth Ofice a d  twice- 
weekly meetings between the executives of MDF and the Project Manager at USAII>, whose 
portfolio in the Economic Growth OEice includes the PED project. 

ly A brief dtxriptian of the history? staff, and services amitable at each af the branches 
is fomd in an amex, in the French version sf this chapterr 
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TIe noteworthy progress made by HQF is due to excellent collaboration between the 
executive staff and the technical assistance provided by two international experts. One of 
the experts has had an integral role as Technical Advisor in the Foundation since 1990, now 
working as much as an OPEX (Operational and Executive Personnel) as an OPAS 
(Operational Assistance) advisor, as assigned. The other international expert, who left the 
project in May 1994, was the technical advisor for the PPED component. 

9 MANAGEMENT AND LONG-TERM STI3ATEGY 

Management and strategy is treated elsewhere in this report, paraicdarly in chapters 4 and 
6 on institutional capacity and lending procedures, respectively. However, a few additional 
points are addressed in this chapter. 

Most of the HDFs administrative procedural files have gradually become obsolete for kick 
of occaional updating. HDF appears naw to function idomally, without official 
documentation of specifically defined roles and responsibilities within a clear organizational 
structure. Middle management officers would be more likely to be able ta contribute and 
perhaps lead in long-term strategy if their roles were defined mt only for daily functions and 
tasks but also the scope of opportunities for developing those functions now and for the 
future. An organizational chart would be required for clear definition of staff inter- 
relationships and Emits on the scope for changes in an h & v i d d ' s  functions. 

The Foundation has always placed importance on long-term strategy The Board of 
Directors adopted a 5-year "road map" in 1989, and is currently thinking about the next five 
years. Memoranduns have been written on the subject over the past two years, and. was an 
agenda itern in the latest Board meeting. The strategy is sarong because HQF wants to be 
strong and determined to be very g c ~ d  arid effective in a limited sape of a ~ ~ t i e s  beWe 
branching into new types af operations. 

Condusisns and recommendations are combined in the foUowing recorrzmendatiom and 
points for consideration: 2' 

* Develop a higher degree of efficiency in the organhation by, among other steps, 
reducing the amount of time spent by credit officers in doing work for applicants, 
which might be accomplished by either (a) improving the capability of applicants 

g Additionat recomendatiom and details c o n w e  those below ane found in the 
French version of chapter9 h an mar.. 



to do this work: eg, by providing them with readable step-by-step instructions and 
example responses as guides, or (b) classroom techniques: eg, a scheduled group 
session for all new applicants (repeat applicants would be invited, but new 
applicants would be obliged), say, weekly, depending on the volume of 
applications, ar (c )  further simplification the forms, if possible 

Reduce costs per loan and per gourde lent: Increase the number of loans handled 
per officer, reduce the amount of the  spent in the approval process (perhaps by 
some sort of bonus scheme, imposing she* fixed periods for certain steps, 
preparing the client more thcroughty in the working and requirements of the 
credit program in outreach seminars). The need is great for expansion of output 
with a given expenditure of all input resources. 

The MDF senrice is effective but should be more efficient, pdcdarly in the 
reduction of !ate repayments, loan delinquency, and increased rate of collection. 
All personnel should be made aware that salaries are related to productivity 

Reduce time spent in the collection process (also perhaps by some sort of bonus 
scheme). The need is great for expansion of output with a given expenditure of 
all input resources. 

HDF shodd undertake a complete self-analysis of dl costs, including implied casts 
of capital funds in the bank account, and identify areas where output can be 
increased or costs reduced. 

The m n t  reporting of performance and credit 3s very good, but more frequent 
reporting, say weekly while aiming for daily reporting, with running averages, could 
put a sharper edge on the working tempo. 

HDF nee& to establish clearer definitions and indicative measures of 
(1) "operational self-sufficiency," (2) "self-sustainability," (3) employment creation 
and preservation, and (4) bench marks for achievement of development objectives 
vis a vis independent financial viability. The Foundation can achieve both 
development and financial viability, but it should have predetermined weights for 
its objective function. 

A target date and schedule of intermediate achievements (events) for self- 
sustainability within the life of PIED shod8 be set by Hl[9F, preferably in 
comultation with USAD. Due to the difficult economic situation, the Foundation 
has operated in a defensive mode. Within thc changed and positive environment, 
MIDF can and should now set the aarget(s) and work toward self-sustainabZty. 
The Foundation survived the embago period quite web indicating that it should 
be able to operate on its o m .  



In this respect, it should be emphasized that fhancsl self-sustainability is attained 
when the return on equity, net of any subsidy received, equals or exceeds the 
opportunity cost of funds. As long as the institution is dependent on subsidies, it 
is not being self-sustainable, and is at risk of running dawn capital reserves upon 
withdrawal of financial aid. 

* As a strong incentive for HDF to press harder in achieving the objective of 
becoming self-sustainable, USAID could set cmditions cm HDF, such as meeting 
target commitments, before obligating each tranche of the PED grant funds. 

HDF could benefit from setting up a part-time department for monitoring and 
development. The staffwould be HDF's current sw who would devote a certain 
proportion of their time weekly or monthly in working on the tasks of the 
department and meetings for discussions exclusively concerning monitoring HDFs 
performance and pl-g the organization's development. Some of the tasks of 
the new, part-time department could also be described as research, policy 
fornulation, and management control. Short-term comultants, local and/or 
international, could be contracted for input of special expertise on certain matters. 

* If graduation to the fonnaVmodern sector (expansion of existing clients) is HDFs 
long-term ~bj€Xtive, careful coordination of the financial and technicdl assista.nce 
is necessary. However, the WDF management finds this dud purpose to be 
onerous and does not have the staff to provide much laare than follow-up and 
client supervision, or else the quality of its financial assistance will suffex. 
However, HDF clients need additional support. 

Through PPED, HDF could set up small, independent and local units for 
providing technical assistance to entrepreneu~s/benefiCiaries* These units d 
effectively assist the entrepreneurs in their daily business, for graduation, or as a 
follow-up to enterprise development- In this respect, the style and procedure of 
assistance efforts are as important as their substance. These efforts should be 
flemile and show concern for the load entrepreneurs. 

Flexliility is enhanced if HDF beneficiaries are organized into p u p s  to discuss 
and .find soIutions to their business problems, to exchange ideas and information 
and to allow entrepreneurs to identify their respective needs. However, HDF, as 
a resource agency, shornfd not seek to soke aU problem itself but primarily act as 
a referral center. 

The group should consist of approximately seven entrepreneurs from m@ng 
business backgrounds. The dynamics and the cohesion of the group are very 
important. They should be able to meet on a regular basis under the guidance of 
a trainer (farmateur) with business experience. Beneficiaries should thus be 
organized into groups on a seE-help basis. 



The objective of creating a group is to provide a forum for articulating and voicing 
needs, yet minimizing the threat to HI?F as an established power center. HDF will 
continue to be successful when already existing patterns of relationsfiip between 
the power center and beneficiaries become more stable. 

A major challenge in support of small and microenterprises is to reach them. 
has to be flexible and responsive to the needs of its clients. HDF m W  continue 
to have sufficient autonomy to make ad hoc decisions in response to the needs of 
beneficiaries and field staff and to the quickly chaneg  local environment. Aka, 
certain tasks demand a sympathetic ear (e.g. outreach and referral), while others 
necessitate strict discipline and efficiency (e.g. loan collection). 

Expand the access sf small and microenterprises to credit, by lifting interest rate 
ceilings and other dishcenrives which deter financial institutions from undertaking 
riskier and more costly lending program. 

PBED should be retained and developed mtil HDF is represented and provides 
its throughout the whole country. In this situation, an action plan fonnulated by 
the former international technical advisor to PPED could be implemented the 
PPED staff. 

PPED should provide an ongoing seminar program concerning credit, the fXmmcial 
market, and financial management for the benefit of entrepreneurs in provincial 
areas. HDF clients claim to have been requesting educational seminars in topics 
such as these. 

The concept of the National FPED Forurn should be implemented. 

One third of the Board af Directors of HDF should be changed each year. In this 
manner, a member would normally serve Wee consecu.tive years. But the Board 
may make an exception to this policy in the interest and nee& of the Foundation 
fur reappoiament of a particular Director. The Executive Direp gr would always 
serve ex officio. 

This policy of introducing sources of new perspectives and knowledge is in the 
spirit of HDF's charter. The policy should be adopted for each L o d  
Management Ca;nmittee, as well. 

Tbe officers-in-charge of the branches should have six months, or more, of 
experience in the bead office. The period might have to be shorter, say four 
months, if six would be tco heavy for HDF's budget. Those with less than six 
months of experience have inadequate capacity to carry out the necessary 
directions In the branches. 



Responsibilities, tasks, and functioning relationships among the staff shodd be 
better defined and monitored for improvement in the quality and staff interest in 
the operations and success of HDF. 

* PED's LOP s b d d  be extended by two years, or more, in order to enable 
(1) making up the time lost in 1991/92; (2) taking advantage of the improved 
macroeconomic environment, similar to the assmptism in the project design; and 
(3) execution of recommended next steps, especially those conccming PPED and 
the self-sustainabily of EDF. 

Given the change in the macroeconomic environment, WDF k prepared ro adopt 
innovative policies for the medium tern. An increase in the demand for loans, as 
expected, may require an additional top management position in order for HDF 
"to go into high gear," thus being able to keep pace with the demand The policy 
of the recent past has necessarily been in a defensive mode, but EOW the 
opportunity is presented to be proactive, in view of the Wt-iing of -Jle international 
embargo and reduced constraints. 
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